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Abstract 
Innovation is central to the economic growth and development of any nation. In rural context, innovation approach provides new 
ways to solve the problems of rural people and to create new opportunities for entrepreneurship development. Yet the empirical 
studies on rural innovation is still young in literature. Thus, this paper describes the conceptualization of rural innovation in rural 
Indian context based on field survey. The paper’s main objective is to find out the variables of rural innovation from literature 
review and to identify the factors of rural innovation by analyzing empirical data. The field survey is performed through close 
ended questionnaire and face-to-face interview of 140 rural people who involved in entrepreneurial activities. The finding of the 
paper revealed that there are three factors of rural innovation include knowledge sharing for enhancing economic efficiency, new 
learning for economic scale up and new skill development for economic scope. Thus, this research gives unique contribution to 
literature by describing the measurable conceptualization of rural innovation in Indian context. The study highlights that 
knowledge, learning and skills development, as elements of human capital having contributed in configuration of rural innovation. 
Moreover, the study allows for the implication to be made for rural entrepreneurship development. However, the future scope of 
this research could corporate large sample data, greater number of variables of rural innovation and conduct in other countries. 
© 2015 The Authors. Published by Elsevier Ltd. 
Peer-review under responsibility of the International Strategic Management Conference. 
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1. Introduction 
   Innovation stimulates economic growth and development of the nation (Edquist, 1997; Freeman, 1987; Hall et al., 2003; 
Spielman, 2005). In rural context, innovation is most likely defined as to give a new way to solve the problems of rural people 
(EOL, 1997). The most of the rural people suffer from poverty, poor infrastructure facilities, poor human resource development 
and poor accessibility of information and services (Maxwell, 2001). However, the facts remain that there is a remarkable 
contribution of rural sector for social as well economic development of any nation, particularly in developing countries (Chamber, 
1983). Thus, there is a need to look on rural innovation concept, as it helps to improve the life of rural poor people by proving new 
opportunities of development. In fact, the most of rural poor people are landless and therefore can no depend fully on the benefits 
of agricultural activities. It is required to look on the new development activities and functions that create more employment 
opportunities in and outside agriculture in the rural sector (Sonne, 2010). In this context, rural innovation has been also associated 
with the creation of new economic opportunities and with the development of entrepreneurship (Knickel et al., 2008). In line with 
this consideration, innovation most likely occurs through entrepreneurship, which is one of the effective tool of economic 
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development and solution of poverty reduction (Bruton et al., 2013; Drucker, 1985). This paper therefore, throws light on the 
rural innovation concept based on the perception of rural entrepreneurs.  Furthermore, the entrepreneurs have been considered as 
most potential economic leaders having a recognizable contribution to economic development. 
    With reference to literature, there are few empirical studies which describe the impact of innovation on rural development 
through analyzing the ability of rural people towards better utilization of resources, to analyze the impact on production, income, 
and life of rural people (Esparcia, 2014; Zeng et al., 2010; Pant, 2012; Mapila et al., 2012). However, limited literature focuses on 
the conceptualization of rural innovation. In those that do exist, the analytical methods employed are mainly qualitative and they 
lack the rigor of the quantitative and qualitative methods applied to the study of rural innovation in developing countries (Sonne, 
2010). Moreover, no empirical studies applied rigorous quantitative methods to describe the measurable conceptualization of rural 
innovation in Indian context. The paper therefore presents the finding of the empirical study focusing on rural innovation in Indian 
perspective. The paper gives unique contribution to literature through describing the measurable conceptualization of innovation 
in the rural context.  
2. Literature Review  
   Innovation has been regarded as an important topic of study in a number of disciplines including economics, business, 
engineering, science and sociology (Sullivan, 2008). On the other hand, there is a different opinion about the conceptualization of 
‘innovation’ term in different contexts (Zeng et al., 2010). The paper describes the innovation concept based on review of literature 
in order to identify variables that define the innovation in rural development perspective. In general, innovation is defined as the 
process that makes a change or something new into established system that adds value (Tidd, 1997; Voss, 1994). In the broader 
context, innovation is the process of making changes which are large, small, radical and incremental, to product, process and 
services that result in the beginning of something new that add value and contribute to the growth or improve performance (Cooper, 
1998). However, innovation is commonly defined as the exploitation of new ideas. But, some literature describes the complete 
innovation process including creation and implementation of new ideas (Rogers and Shoemaker, 1971). Innovation therefore, 
involves a series of scientific, technological, organizational, financial and commercial activities. In a  simple way, innovation can 
be seen as the result of conversion of new ideas into reality, integration of ideas and knowledge and to find a better solution of the 
problem. An innovation is, therefore, a new or existing knowledge introduced into and used in economically or socially relevant 
process (OECD, 1999). This paper mainly focuses on the concept of innovation in the rural context. 
   In this regard, the rural innovation includes the adoption of new process technique, use of new learning process and develops 
strategy by a group of small holders (Knickel et al., 2008). In rural context, innovation has been identified with an allowance of 
geographical, economic, cultural and social circumstance of the rural sector. Rural innovation is engaged in the multidimensional 
activities related to the rural development. Rural innovation is defined as the creation and implementation of new ideas or solutions 
that deal with the rural problems (Sonne, 2010). Rural innovation concept supports multifunctionality of rural regions and rural 
entrepreneurship. Overall, the innovation function in rural context is viewed as a process where rural people and rural 
entrepreneurs’ knowledge, motivations and values play an important role. Thus, rural innovation can be shown as ‘doing traditional 
activities in a way’, about initiation of entrepreneurship in rural area (Nastase et al., 2008). Rural innovation has potential to 
positively influence the production, income and creation of new opportunities for rural development (Knickel et al., 2008).  
   An innovation in rural context is results from the exchange and use of knowledge introduced in economically or socially relevant 
process (OECD, 1999). In this view, the nature of interaction between and among the rural actors is an important aspect for 
consideration. The interaction may be exchange of goods and services, new technology and sharing of information and knowledge 
(Spielman et al., 2011). In this consideration, rural innovation is closely related to information flow, learning and interaction 
process. However, the general definition of innovation defined as newness or change (Sullivan, 2008). With respect to change, 
there are two types of innovation, ‘first order’ and ‘second order’ innovation (Knickel et al, 2008). The ‘first order’ innovation is 
related to the ideas under the fixed paradigm involve the defined needs, objectives and knowledge that steer the innovation process. 
Within fixed paradigm, innovation is viewed as incremental, which exist on already existing achievement. In contrast, the second 
order innovation implies the adoption of new paradigm with respect to redefined objectives of innovation. Furthermore, the 
innovation in rural context is seen as a linear process from the concept of adoption. In this view, innovation happens as a result of 
the flow of new knowledge originating in a formalized way in basic and applied to production process and economic development 
(Knickel et al., 2009). In some literature present a different view of innovation (Edquist 1997; Freeman 1987; Lundvall, 1988; 
Nelson 1988; Brunori et al., 2008). They viewed rural innovation as systematic approach rather than linear process. As per 
systematic approach, rural innovation is the outcome of collective action, and depends on social structure where innovators are 
operates. 
 
   For the purposes of this study, the term innovation includes not only the adoption of a new process or practice by rural people, 
but also a range of other processes, such as the use of a new learning method, the integration of ideas and knowledge to solve the 
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problems and the introduction of a new technique and skills into rural people. Although innovation studies have acquired an 
interdisciplinary openness by developing new theoretical frameworks that focus on learning processes (Knickel, 2008). Moreover, 
Brunori et al. (2008) study reveals an evolution of innovation studies in the rural sector, showing the progressive shift from a 
‘linear’ conception of innovation to a ‘systemic’ approach, defining innovation as a learning process. This shift towards an 
innovation systems orientation was precipitated by the changes in the attitudes, knowledge and skill development taking place and 
the results are used to develop strategies for improving the capacity of rural people to innovate (Mapila, et al., 2011).  However, 
the skill development is considered as one of the important criteria under the rural innovation assessment tool. In general, rural 
skills are traditionally associated with workplace and occupational profiles in natural resource dependent sectors. Although 
traditional rural activities continue to be the mainstay in rural employment in developing countries, rising shares of non-farm rural 
employment are rapidly expanding and resulting in a wide variety of occupations and skill levels (Jacobs and Hart, 2012). In this 
regard, skill development assists in the creation of new opportunities of entrepreneurship development in the rural sector (Kawar, 
2011; Barwa, 2003) 
 
   In rural context, innovation is not only related to raising production and increasing competitiveness in the market. But also link 
to the development of new activities and functions that go beyond the production, such as enhance accessibility of information and 
service, create employment opportunities and support to rural entrepreneurship development (Hosseini, et al., 2012; Mapila et al., 
2012; Spielman, 2005; EOL, 1997; Knickel et al., 2009). Thus, rural innovation emerges as an outcome of ‘different way of 
thinking and a different way of doing things’ (Knickel et al., 2008).  On the other hand, innovation in rural context involves 
technology as well as strategic, marketing, organizational and management aspect that help in rural development.  The above 
literature review shows that rural innovation is defined as to give better ways to solve the problems of rural people through 
exploiting new opportunities that leads to entrepreneurship development.  The following Table1 shows the identified variables of 
rural innovation.  
Table 1 Variables of Rural Innovation 
 Particular  Scholars 
RI1 Integration of new ideas and knowledge give a better way to 
solve problem 
 Kolaskar,2007; Draft,1982; Rothwell and Gardiner,1985; Nieto, 2004 
RI2 Conversion of new ideas into action create new economic 
opportunity 
 Sullivan,2008; Bacon and Butter, 1998; Rogers and Shoemaker, 1971 
RI3 New skill development for better utilization of resources  Kawar,2011; Drucker, 1985; EOL, 1997 
RI4 New skill development helps in creation of entrepreneurial 
opportunity 
 Schumpeter, 1934; Smallbone et al,. 2010; EOL, 1997 
RI5 New learning practice to involve more people into new 
process 
 Roger and Shoemaker, 1971;EOL, 1997; Knickel et al., 2008; Oreszczyn et al., 
2010; Pant, 2012; Giuliani & Bell,2005 
RI6 New learning practice makes comfort with change  Pant, 2012; Oreszczyn et al., 2010; Nieto, 2004 
RI7 Sharing of knowledge and information create entrepreneurial 
spirit 
 Xiao and Fan, 2012; Stuart and Sorenson, 2005; Pant, 2012; Mapila, et al., 
2011; Sullivan, 2008 
RI8 Sharing of knowledge and information help in better decision 
making that improve performance 
 Knickel et al., 2008; Oreszczyn et al., 2010; Xiao and Fan, 2012; Sullivan, 2008 
Note: RI1, RI2, RI3, RI4, RI5, RI6 , RI7 and RI8 are coded variables of rural innovation  
3. Objective of the paper 
   The main aim of this study is to find out the variables of rural innovation from literature review and to identify the factors of 
rural innovation from empirical data.  To execute this study, a field survey was conducted by using close-ended questionnaires 
followed by face-to-face interview of rural people who involved in entrepreneurial activities. 
4. Methodology 
4.1 Sample and Data Collection 
The survey of this study is conducted on 140 rural people who involved in entrepreneurial activity. We have covered a wide 
range of entrepreneurial activities ranging from cottage sector, handloom, handicraft and artisan and other activities that related to 
innovative work and to address rural entrepreneurship and rural development.  The interview took place in October month of 2014. 
The questionnaire was based on a five-point Likert scale, and respondents were asked to indicate their perception on 8 listed 
variables of rural innovation. On the scale, 1,2,3,4 and 5 correspond to ‘strongly disagree’, ‘disagree’, ‘neutral’, ‘agree’ and 
‘strongly agree’, respectively. We have analyzed the empirical data through exploratory factor analysis by using SPSS 20 software.  
4.2 Statistical Test  
   In the analysis course of information obtained from the study, it was noted that a high degree of correlation existed among a 
number of responses to some variables. This observation provides a basis for the investigation of common factors that might 
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explain the underlying belief of rural entrepreneurs regarding rural innovation.  The variables are analyzed through exploratory 
factor analysis by using SPSS 20 software.  
5. Results and Analysis 
      At initial level, we have checked the sample size adequacy. In this regard, there is a wide range of recommendation regarding 
sample size in factor analysis has been proposed. In this study, we have considered the Gorsuch (1983) recommendation regarding 
absolute sample size for factor analysis should be at least 100, and Kline (1979) also supports this recommendation (MacCallum 
and Widaman, 1999). Thus, our sample size 140 is satisfactory for factor analysis.  In second level, we measure the relative internal 
consistency of variables. It measures the extent to which all items within scale are indeed capturing the same construct. For this, 
the reliability test to be performed through measuring Cronbach’s Alpha. The value of Cronbach’s Alpha is 0.746 which is more 
than 0.7 thus consider as acceptable (Nunnally and Burnstein, 1994). Table 2 shows the reliability statistics. 
 
Table 2 Reliability Statistics 
Item No. Corrected Item-
Total Correlation 
Cronbach's 
Alpha 
Cronbach's 
Alpha if Item 
Deleted 
RI1 .628 .746 .682 
RI2 .434 .722 
RI3 .455 .718 
RI4 .609 .683 
RI5 .363 .738 
RI6 .488 .712 
RI7 .300 .746 
RI8 .262 .748 
 
    In third level, we measured the multivariate normality and sample adequacy before extracting the factors. It tested the 
appropriateness of the sample for factor analysis (Jain and Raj 2013).  With SPSS software, Bartlett’s test of sphericity can be used 
to measure the multivariate normality of variables and to examine the correlation matrix. The Kaiser-Meyer-Olkin (KMO) test can 
measure whether the distribution of value is adequate for conducting factor analysis (Jain and Raj, 2013). In this study, Table 3 
shows that the KMO value of the variables is 0.686 which is higher than the acceptance threshold 0.5 and the significance value is 
0.000. Therefore, the data are appropriate to perform factor analysis. Table 3 shows the result of communalities. Communalities is 
measure the amount of variance that variable share with all the others being considered. For the initial extraction of factor, the 
communalities are estimates of the variance in each variables accounted for by all factors. And, the extraction communalities are 
estimates of the variance in each variable accounted for by the factor in the factor solution. The range of communalities is between 
0 and 1. The smaller value of extract communalities (< 0.5) indicates the there is considerable variance unexplained by the extracted 
factor. Therefore, the low communalities variable should be dropped from the analysis. The high communalities (>0.5) illustrates 
that the extracted factor explain most of the variance in the variables being analyzed.   
 
Table 3 KMO and Bartlett's Test 
 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.686 
Bartlett's Test of Sphericity Approx. Chi-Square 295.020 
 df 28 
 Sig. .000 
 
Table 4 Communalities 
Item No.  Variables of RI Communalities Value 
RI1 Integration of new ideas and knowledge give a better way to solve problem .664 
RI3 New skill development for better utilization of resources .579 
RI7 Sharing of knowledge and information create entrepreneurial spirit .881 
RI5 New learning practice to involve more people into new process .598 
RI2 Conversion of new ideas into action create new economic opportunity .568 
RI6 New learning practice makes comfort with change .563 
RI4 New skill development helps in creation of entrepreneurial opportunity .799 
RI8 Sharing of knowledge and information help in better decision making that improve performance .750 
    
   In next level of analysis, the small communalities variables that do not fit with the factor solution should be excluded from the 
analysis.  The further analysis is performed with high communalities variables.  From the Table 4, it is to be observed most of the 
variables have their communalities above 0.5. According to communalities result, 8 variables are taken for further proceed of factor 
analysis.  As per table 5 shows that three factors are extracted which have en eigenvalue greater than one and explain total variance 
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67.515, which is acceptable (Gorsuch, 1983).  We consider three factors as we can see from figure 1, three factors extracted which 
has a significant loading more than 0.40 and explained by more than one variable (Jain and Raj, 2013).   
Table 5 Total Variance Explained 
Component 
Initial Eigen values 
Total % of Variance Cumulative % 
1 2.961 37.014 37.014 
2 1.416 17.701 54.715 
3 1.024 12.800 67.515 
4 .831 10.387 77.902 
5 .611 7.633 85.535 
6 .526 6.574 92.109 
7 .342 4.277 96.386 
8 .289 3.614 100.000 
Extraction Method: Principal Component Analysis 
 
Figure 1 Scree Plot 
 
Table 6 Rotated Component Matrix 
Items 
under RI 
Factors Loading 
F1 F2 F3 
RI8 .782 -.311 .204 
RI3 .737 .179 -.056 
RI1 .706 .362 .188 
RI6 .679 .316 -.045 
RI5 .068 .767 .066 
RI2 .200 .715 .128 
RI7 -.011 .045 .937 
RI4 .222 .557 .663 
As eighen value criterion of 1 or greater than 1 was established in order to determine the factors to be rotated and to aid in the 
identification of clusters of related responses. The rotation of the component matrix with varimax with Kaiser Normalization 
resulted in the factor loading accounted in Table 6.  The rotation was converged in five iterations, where the original orders of the 
responses have rearranged to reflect the order of factor structure. Finally,three factors have been taken after rotation of the 
component matrix with varimax with Kaiser Normalization. Thus, there is three significant factors of rural innovation is extracted.  
6. Discussion  
   This paper provides an insight into the evaluation of the variables of innovation in rural development perspective. The three 
factors are obtained from this research are knowledge sharing for enhancing economic efficiency, new learning practice for 
economic scale up and new skill development for exploring economic scope. The variables of factor 1 are sharing of information 
and knowledge help in decision making to improve performance; integration of new ideas and knowledge help to give a better way 
to solve the problems; new skill help in better utilization of resources and new learning practice creates a comfort level with change. 
As we have previously discussed, the majority of rural people facing obstacles in term of economic and social aspects to improve 
their livelihood. To cope with particularly economic obstacles, the rural people would draw attention on knowledge sharing and 
innovation through local experimentation and adoption (Amirtham & Joseph, 2011; Spielman, et al., 2011). However, the 
indigenous knowledge is not enough to deal with the economic problems faced by rural people. The sharing of knowledge and 
innovation must therefore we linked, to enhance economic efficiency of rural people involved in entrepreneurial activities (Okyere 
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& Davis, 200; Pant, 2009; Pant & Hambly-Odame, 2009). Knowledge, defined as processed information is fundamental in the 
pursuit of innovation (Kawar, 2010). For innovation, to occur, knowledge must be created, accumulated, shared and used.  
Although knowledge has been an important factor in economic growth, economists are now exploring ways to incorporate more 
directly knowledge in their theories and models. “New growth theory” reflects the attempt to understand the role of knowledge in 
driving productivity and economic growth (OECD, 1999). In fact, the concept of knowledge and learning are often used to describe 
the innovation process (Nieto, 2004). Indeed, innovation means new ideas, knowledge and practices work in a manner that brings 
about a significant improvement in performance of the system. In the rural context, the innovation process has been associated 
with the creation of new entrepreneurial opportunities and economic development.  
   The variables of factor 2 are conversion of new ideas into action creates new entrepreneurial opportunities and new learning 
practices help to involve more people in new process/practices. However, the essence of the rural innovation is produced through 
the different creative mechanism associated with modes of learning such as learning by doing which arise spontaneously and 
learning by using which arise from experience (Foster & Rosenzweig, 1995; Giuliani & Bell, 2005). Such modes of learning have 
a clearly incremental character insofar as they involve more people in the new process or practice and new economic opportunities 
that lead to economic development (Giuliani & Bell, 2005; Brunori, et al., 2008). The variables of factor 3 are sharing of 
information and knowledge create new entrepreneurial spirit and new skill development help in creation of entrepreneurial 
opportunity. The factors obtain points out that; innovation in rural context also acts as a driver for creation of entrepreneurship 
opportunities and economic development. There is a need to develop ability to learn to carry out the task with predefined 
specification and that is defined as skill development (ILO, 2008).  Nevertheless, skills development is also essential to address 
the opportunities and challenges to meet economic needs of people in the rural context (Jacobs & Hart, 2012; Barwa, 2003).  
Moreover, skill development assists to empower people to develop their capacities and seize economic opportunities for 
entrepreneurship development (Maclean, et al. 2013). Thus, skill development contributes to boost further innovation and scope 
of entrepreneurship development that leads to economic development. 
   On the other hand, rural people face many problems that become constrained for them to be innovative and get benefits from 
innovation. In this regard, the most of rural people have been suffering from poor infrastructure facilities; lack of awareness, 
knowledge and skill; and unemployment and poverty (Maxwell, 2001). Furthermore, rural people tend to be dominated by very 
small scale level entrepreneurial activities. As per economic geography literature, the low business density and dispersed business 
population undermine rural entrepreneurs’ ability to access and benefit from sharing knowledge (Mahroum, et al. 2007). With 
considering this constrains of rural people, it requires strengthening innovation and problem-solving approach of rural people 
through knowledge sharing, fostering greater collaboration, new learning practice, and skill development (Giuliani & Bell, 2005; 
Brunori, et al., 2008; Mahroum, et al. 2007; Spielman, et al., 2011). Indeed, the identified factors are contributing to reinforce the 
idea that knowledge sharing, new learning and skill development are the most important element in configuration of rural 
innovation. Moreover, specific relevance in the various aspects gained sofar, in economic development are enhancement of 
economic efficiency, economic scale up and economic scope.  In light of the above consideration, the study revealed that, the 
concept of rural innovation is undertaking knowledge, learning and skill development as an important element. It is important to 
highlight that knowledge; learning and skills development are elements of human capital, which comprises one of the factors 
necessary for innovation in rural context. In fact, these human capital elements are not an end in itself, but a means to enhance 
economic efficiency, economic scale and economic scope.  
 
   In wrapping all discussion, the study revealed that the rural innovation is the process of knowledge sharing, new learning and 
new skill development in order to enhance economic efficiency, economic scale and economic scope of rural entrepreneurs 
respectively. This leads towards achieving poverty reduction through entrepreneurship development in rural context. Moreover, 
the study allows for the implication to be made for entrepreneurship development and policy formation.  
7. Conclusion 
   In this study, we used empirical data based on field survey and exploratory factor analysis in order to investigate the factors of 
rural innovation in rural Indian context.   Based on comprehensive framework, we investigated three factors of rural innovation. 
The identified factors are represented as ‘knowledge sharing for economic efficiency’, ‘new learning for economic scale up’, and 
‘new skill development for economic scope’. The factor- knowledge sharing for economic efficiency is represented by integration 
of new ideas and learning help to give better way to solve the problems; new skill help in better utilization of resources, sharing of 
information and knowledge help in decision making for change and new learning practice creates comfort level with change. The 
factor- learning for economic scale up is represented by conversion of new ideas into action creates new opportunities and new 
learning practices involve more people in the new process/practice. The factor- new skill development for economic scope is 
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represented by sharing of information and knowledge create new entrepreneurial spirit and new skill development help in creation 
of entrepreneurial opportunity.  
   The factor structure represents that rural innovation about sharing of knowledge, new learning practice and new skill development 
in order to enhance economic efficiency, economic scale and economic scope respectively.  The joined examination of three sets 
of factors marks the contribution of this study. In general, the majority of rural people facing obstacles in term of economic and 
social aspects to improve their livelihood. To cope with particularly economic obstacles,  rural people drawn attention on 
knowledge sharing because the indigenous knowledge is not enough to deal with the economic problems faced by rural people. 
Thus, the sharing of knowledge and innovation must therefore link to enhance economic efficiency of rural people involved in 
entrepreneurial activities. In fact, the concept of knowledge and learning are often used to describe the innovation process. The 
essence of the rural innovation is produced through the different creative mechanism associated with the different modes of 
learning. Moreover, skill development assists to empower people to develop their capacities and contributes to boost further 
innovation and economic of entrepreneurial activities that leads to economic development. In light of the above consideration, the 
study highlight that knowledge, learning and skills development are elements of human capital, which means to enhance economic 
efficiency, economic scale and economic scope.  
   However, the paper contributes to rural research in two ways. First, we analyze the innovation at the rural reality level in Indian 
context. Within rural context, the innovation is conceptualized in different dimension. This paper aims to conceptualize the rural 
innovation concept with considering the perception of rural entrepreneurs. Second, we determine the factors of innovation by 
analyzing empirical data. In line of this, the paper gives unique contribution in rural research to bring light on the measurable 
conceptualization of innovation in rural development perspective. The study is executed through field survey with a close ended 
questionnaire and face-to-face interview, in order to provide insights into the variety of factors of rural innovation. In summary, 
the study revealed that the rural innovation is the process of knowledge sharing, new learning and new skill development in order 
to enhance economic efficiency, economic scale and economic scope of rural entrepreneurs. Thus, innovation in rural context 
facilitates to develop rural entrepreneurship, which leads to economic development. Moreover, the study allows for the implication 
to be made for entrepreneurship development and policy formation. Although the future scope of this research could corporate 
large sample size, greater number of variables of rural innovation and conduct in other countries. 
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